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How is the LNG Business
Changing and What Does
it Mean for Strategy?
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1988: Atlantic-Med LNG - One Dominant Supplier @'
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1997: Atlantic-Med LNG - New Suppliers, Spot Trade @'
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2007: Atlantic-Med LNG - Trade Web, Cross Basin

Flow
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1988: Asia-Pacific LNG - One Dominant Buyer
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1997: Asia-Pacific LNG - Emerging Buyers, Suppliers @I
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PFC

2007: Asia-Pacific LNG - Trade Web, Cross Basin Flow
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Suppliers Challenge: Facilitate Investment Down-
Chain to Access Markets and Monetize Gas Reserves
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How is LNG Competition
Responding?
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Regasification & Access: An Issue in Both Basins —
Suppliers and Others Considering Investments

Cheniere
Posco
Tuntex

CNOOC
Sonatrach
Endesa
EVE
Iberdrola
Transgas
Edison
BG

TFE
Phillips
PeItDrobras
ynegy

Tractebel

Dominion

Snam

Depa
Distrigaz
Sempra
ExxonMobil
Indian Entities
Reliance
Union Fenosa
ChevronTexaco
RepsolYPF

Botas

Shell

GdF

CMS

Kogas

BP

Enagas

El Paso
Japanese Entities

Number of Terminals

4.—

Key LNG suppliers
in proposed regasification

B Existing
O Expansion Projects
B Planned/Proposed

>20

7 8 9 10

Gas & Power



US - Little Room for Error in the Pipeline System

Pipeline Gas Supply Capability* to the US as a Share of US Gas Consumption**

(annualized)
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Significant Potential LNG Supply Globally

PFC
Regional Distribution of 2002 Regional Distribution of All
LNG Supply Capacity Planned/Proposed LNG Supply
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Players Working to Increase Own-Supply Options

Asia-Pacific Key LNG Suppliers
(Estimated working interest, mmtpa)
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Conclusions
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LNG Business and Supplier Strategic Considerations

Origination Take-off Now / Future

4 Brand-name

¢ “Over-engineering”
for reliability

¢ Supply security
4 Big balance sheet

Supply security;
Negotiated
agreements
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LNG Business and Supplier Strategic Considerations

PFC
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LNG Business and Supplier Strategic Considerations -

Origination

Take-off

PFC

Now / Future

4 Brand-name

¢ “Over-engineering”
for reliability

¢ Supply security
4 Big balance sheet

4 Brand-name

¢ “Over-engineering” for
reliability

¢ Some supply security
¢ Increasing competition

¢ Emphasis on supply
cost competitiveness

4 Access to capital
¢ Big balance sheet

Brand-name (emerging mkts)

“Over-engineering” for
reliability

Some supply security
Intense competition

Emphasis on supply cost
competitiveness

Multiple supply options

Downstream investment,
market building

Gas placement capabilities
Big balance sheet

Supply security;
Negotiated
agreements

Competitive supply;
Gas-on-gas competition

>
Gas-on-gas competition;

Suppliers invest down-chain;
Flexibility (volumes, prices)
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Key Features of LNG Suppliers’ Strategies

¢ Access to supply

— Cost-advantaged gas
— Multiple gas supply options

¢ Regasification assets or access to capacity
¢ Gas placement capability in key markets
¢ Access to LNG shipping capacity

¢ Establishing “leverageable” assets

Positioning for a merchant business
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